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Chapter 1: Introduction 
1.1. Background information 
The agricultural sector in Kenya contributes 24% to Gross Domestic Product (GDP) out of which 
half is from livestock sub sector. The sector also contributes another 27% indirectly through 
linkages with processing industry. The livestock sub sector employs over 50% of the agricultural 
labour force and supports feed manufacturing, veterinary and farm equipment, value adding 
industry such as processing meat, milk and leather. Livestock in smallholder systems are 
considered as capital assets, source of cash and manure and animal power for tillage and 
transport. 
Kenya’s dairy sub-sector is dominated by smallholder farmers who account for over 80% of milk 
marketed through both formal and informal channels. It is the most developed subsector in 
Kenya’s agricultural sector and accounts for 3.8 % GDP. There are about 1.8 million small scale 
farmers and approximately 2000 medium to large scale farms located mainly in the central 
highlands and Rift Valley province (MOLD-a, 2010).  
Currently, this sub-sector is experiencing a high growth rate, estimated at 3 to 4% annually 
(MOLD-a, 2010). Its main role in Kenya’s economy is its contribution to the livelihoods of the many 
people engaged throughout the value chain and to the nutritional well-being of many rural 
communities. It is practiced at the medium and high potential areas and employs over 1.0 million 
people directly or indirectly (KDB, 2009). Strategies of transforming smallholder dairy production 
into viable and profitable commercial ventures have been a priority of both the government and its 
development partners. Government policy documents such as SRA (2004-2014) and Vision 2030 
indeed emphasize strategies for transformation of agriculture.  
Kenya’s annual milk production of cow milk is estimated at 5.2 billion kg (FAO, 2011). Kenya dairy 
board (KDB) estimates the production at 4.8 billion kg. Presently only 65% of produced milk is 
marketed with about 50% being channelled through informal channels. 80% of the processed milk 
is sold as fresh milk and 20% as value added dairy products(MOLD-a, 2010). About 35 percent  is 
consumed at home by the household and calves. Milk marketing is done through organized 
producer organizations or individually. 
There are 34 registered milk processors in the country but three large processors dominate. 
Brookside, New KCC and Spinknit account for over 80% of the formal market (2002). Statistics 
from Kenya Dairy Board show that Brookside Limited leads the milk market followed by the New 
KCC with a 41% and 34% market share. These processors have about 50% of their installed 
capacity underutilized (MOLD-a, 2010) They take milk on contractual arrangements with farmers, 
but responsible business practices, contract enforcement mechanism and dispute resolution 
mechanisms in the sector are wanting. Farmers and their organisations violate contract terms 
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frequently by being insufficiently prepared to be trustworthy suppliers of milk of sufficient quantity 
and quality (1993). They are often said to be diverting milk deliveries elsewhere (side-selling or 
extra-contractual marketing) due to attractive prices offered by informal milk traders. On the other 
hand firms (processors) keep on fluctuating prices and delay in payments to farmers. This situation 
is aggravated by intense competition for milk supplies from fluid and cash-based informal traders, 
seasonal supply fluctuations (FAO, 2011) and governance and leadership challenges in the 
producer organizations. Stereotype mutual perceptions, misunderstanding and mistrust based on, 
and often fuelled by, disappointing experiences are common (1993). Such a relationship is likely to 
deter the smallholder farmers’ access to market. 
Kenya’s Dairy Industry Overview: 
The history of the dairy industry in Kenya dates back to 1902 when the first exotic dairy cows were 
introduced by the European settlers. The first crops of the introduced animals were cross-bred with 
the indigenous cattle over time. The first creamery was established in Naivasha in 1922. In 1946, 
the first artificial Insemination service was introduced. The station provided A.I. services at a highly 
subsidized price and this led to the rapid multiplication of the country’s dairy herd. As of now 
Kenya hosts about 3.35 million heads of dairy cattle. 
In 1956 the Sywnnerton Plan allowed indigenous Kenyans to engage in commercial dairy farming. 
Shortly after in 1958 Kenya Dairy Board was established through an Act of Parliament, the Dairy 
industry Act Cap 336 of the laws of Kenya to regulate and develop the dairy industry. 
After Kenya’s independence in 1963 smallholder dairy production grew rapidly. The Kibaki 
Commission of 1964 abolished milk quotas which favoured smallholder production as it improved 
access to milk market which was monopolized by the state run Kenya Cooperatives Creameries 
(KCC). KCC also rapidly expanded in the 1970/80s and established a number of factories and 
cooling centres. 
The Dairy industry was liberalized in 1992 allowing private sector to participate in milk processing. 
This saw the entrance of a number of private milk processors and also the advent and growth of 
the informal sector. By the year 2000, KCC had been privatized and its operations had severely 
weakened. 
In 2003, the Government repossessed KCC and renamed it New KCC. The government also 
implemented a number of measures to revive the ailing dairy industry. These included improving 
producer prices, enforcing payments for milk deliveries and managing the importation of dairy 
products which posed a threat to the local dairy industry.  
 
Study Area: Kiambu District: 
Kiambu East district is found in Kiambu County. It borders Githunguri district to the North, Kasarani 
district to the East, Westland district to the South and Limuru district to the West. The district has a 
population of 253,751 persons in 75342 households and a population density of 1342 persons per 
square kilometre (KNBS, 2009) 
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The district is more of a sub-urban setting and supplies milk to parts of Nairobi. The district has two 
cooperatives (Kiambaa and Ndumberi) involved in dairy marketing (Iop, 2006).  I will focus my 
study on Kiambaa Dairy Cooperative Society (a producer organisation), its members and Eldoville 
farm (high- end processor). 
Kiambaa Dairy Farmers Cooperative Society 
Kiambaa Dairy Farmers Cooperative Society (herein referred to as Kiambaa Dairies) was 
established in 1963 for collecting and selling milk. Presently it has 1221 (877F and 334M) active 
members. During peak and low seasons the society collects an average of 14,000 litres/ day and 
11,500 litres / day respectively. Raw milk is collected by graders stationed at each of its 9 milk 
collection centres. Thereafter the milk is transported to the society’s marketing outlets, main 
coolers, Nairobi market and to processors like Brookside Dairy limited, Eldoville farm, Dairyland, 
Happy cow and BIO. The society also supplies institutions like Highland chain of hotels. 
Eldoville Farm 
Eldoville Farm is a small family owned dairy processing firm located 15 km from the Nairobi city 
centre at Karen. Formally established in June 1985, the firm comprises of an intensive dairy 
producing farm with a substantial herd of cows and a fodder growing area. This implies that apart 
from getting its raw milk supplies from specified suppliers, the firm also gets the supplies from its 
own farm. Its daily intake is currently 5,000 litres. 
The farm currently produces a range of yoghurt flavours, two types of cream (whipping and 
double) and several types of cheese (Brie, Camembert, Port-Salut, Feta, Cheddar, Mozzarella, 
Paneer, Cream and Cottage cheese). 
Dairy production and Marketing 
Kiambaa Dairies members keep dairy cows which are mainly Fresians, Ayrshires and their 
crosses. The average yield per day is 10 Kg (DLPO-Kiambu, 2011). This report further shows that 
the milk production trends in Kiambu district are on the rise due to increase in demand from urban 
centres and improved prices (see table 1). In 2011, Kiambaa Dairies union reports to have had an 
intake of 4,824,363 litres of which it supplied processors with only 1,249,344.5 litres (about 26%). 
The rest was mainly sold locally or through its outlets in Nairobi.  
The district is in AEZ 2-4 Central Kenya highlands with altitude ranging from 1400m to 1800m 
above sea level, bimodal rainfall in March- May and October-November with annual rainfall above 
1500mm. The temperatures range between 10-24 degrees, while Soils are red volcanic. The 
farming system is mixed crop/livestock (Mureithi, 1999). Smallholder Dairy of zero-grazing is 
widely practiced with average herd size of 1-3 animals. The average land holding is 1 acre (0.5 ha) 
which is diminishing due to high human population growth. Main breeds kept include Friesians, 
Aryshires, Gurnseys, Jerseys or their crosses, with average milk production/cow being 10 
kg/cow/day. Common roughages used include Napier grass, road side cut-and-carry grass and 
crop residues (DLPO-Kiambu, 2011). 
Kiencha et al. (2011) in their study on marketing strategy development and business planning for 
company growth had findings indicating that quality and reliability is valued in most market 
segments that Kiambaa Dairies supply. This report shows that the segments vary in their 
profitability (see figure 1a and 1b below). However, this organization still values the less profitable 
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segment of processor because of its role in periods of flush. Excess milk during this period can be 
delivered to these processors reducing the total risk of the society. 
 
Table 1. Milk Intake and Sales Kiambaa Dairy Farmers' Cooperative Society 2011/12   
2011 
Total Intake 
(Litres) 
Sale to 
Processors 
(Litres) 
Local sales 
(Litres) 
Wastage 
(Litres) 
Pay Rate           
( Ksh/ Lt.) 
January 456795 126933 327959 1903 26 
February 384781 85606 297107 2068 27.5 
March 419309 72303 344086 2920 27.5 
April 430027 151867 275661 2499 27.5 
May  435330 117599 311885 5846 28 
June 414639 103290 309731 1618 28 
July 404286 116525 287047 714 28 
August 387662 68449 318358 855 29 
September 365529 98968 264858 1703 29 
October 378945 87509 290417 1019 29 
November 371011 102526.5 267102.5 1382 28 
December 376049 117769 256674 1606 28 
Total 4824363 1249344.5 3550885.5 24133   
2012           
January 370347 99024 270161 1162 29 
February 344695 65909 277270 1516 30 
March 368812 93763 273880 1169 31 
April 353678 50614 301232.5 1831.5 32 
May  375281 68394 304493 2394 33 
June 376847 112311 262791 1745 33 
Sub-Total 2189660 490015 1689827.5 9817.5   
Source: Kiambaa Dairy Farmers’ Cooperative Society 2012 
 
Table 2: Financial Data 
Year 2009 2010 2011 
Turnover (Ksh.) 147953098 155951418 161853013 
Operational cost (Ksh) 131228625 134096005 140148159 
Overhead cost (Ksh.) 15746040 20518219 23742169 
Profit / loss (Ksh). 978433 1337194 -2037315.00 
Source: Kiambaa Dairy Farmers’ Cooperative Society 2012 
 
Figure 1a: Average daily sales    Figure 1b: Market segments contribution to prices. 
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Source: Adopted from Kiencha et al.(2011). 
Majority of farmers are keeping cows with low potential in production. To improve on the 
performance farmers are encouraged to strategically up-grade their stock or replace by procuring 
high production breeds. A.I services in the district are offered by private individuals and the 
cooperatives societies of Kiambaa and Ndumberi which offer it jointly (DLPO, 2011). The cost of 
high producing cows is said to be unaffordable for majority smallholder producers making them opt 
for upgrading their stock. The farmers see this option as a better option though the costs are 
considered high. The cooperative societies in the area are offering the services to their members 
at relatively lower costs and to the conveniences of farmers. In addition, the farmers get trainings 
on breeding by the societies’ extension staff. 
 
During the interview sessions a farmer was quoted as: 
“Although Artificial Insemination is expensive and requires patience we can 
nowadays get our cows served on credit courtesy of our society. Sometimes 
there are repeats but we have no option as our land sizes cannot allow us to 
keep bulls.”  
Generally it was noted that the status of Good Dairy Farming Practices at farms is unsatisfactory 
with gaps in housing, feeding and hygiene. Being in the peri-urban setup of Nairobi city, land 
pressure is so huge that most households possess about ½ acres of land. This has so far 
compelled farmers to practice intensive zero-grazing whereby they depend on stall feeding 
animals with feeds grown on the parcels or bought from the neighbours. Feeding was thus found 
to be insufficient both in quantity and quality. 
One farmer explained: 
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“Feeding is one of the challenges we have to face in this area. Leave alone the expensive 
commercial feed; we do sometimes look for ‘sara’ (Napier grass) from sellers away in order 
to breach the gaps in our farms. The situation is worse during the dry spells…” 
Observations during interviews found that most housing units do not have concrete floors thus 
becoming unhygienic. Interviews with the District Livestock Office showed that Mastitis and East 
Coast Fever as the most common disease cases in Kiambu district.  
With low production comes low income, preventing investment in good feeds and animal health. 
Therefore farmers shoulder solely all production risk. 
The Kiambu District Livestock Production annual report (2011) shows that dairy farmers in the 
district have the following key challenges in dairy production: 
- Low fodder production due to small land parcels (average 0.5 ha). 
- High cost of inputs 
- High costs of breeding stock 
- Low production of cows 
- Diminishing land sizes due to high population  
- Low milk price paid by the dairy cooperatives @ Kshs 28/kg-Ksh29/kg (0.27- 0.28 Euro ) 
- Poor Management practices – housing, nutrition, diseases. 
- Mismanagement of dairy cooperatives. 
 (Source: district livestock office report, 2011) 
 
 
 
 
 
 
 
 
Figure 2: Milk supply chain stakeholders 
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Functioning of Farmer group  
The processor indicates that organised producer organization provides opportunities to attract 
better prices with higher volume bands as they bulk their milk together. Farmers get an opportunity 
to transfer transport risks to the processor. The plant manager alludes that it is also beneficial to 
the factory as it can be a base of getting more supplies from farmer who are far from the factory. 
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However, a staff in the factory saw an opportunity for other competitors.  
“Groups with own chilling tanks can decide to fall prey to competitors who compromise official in 
order to secure bulked supplies especially during low season”. 
The chairman of the union mentioned that the affiliate cooperative societies experienced a drop in 
membership and business volumes as a result of mismanagement of the union coupled with 
collapse of KCC between 1989 and 2007.  
Firm – farmer Agreement/ Contracts 
Kiambaa Dairy Farmers’ Cooperative Society signs a contract with Eldoville Farm on quarterly 
basis for the supply of milk. The contract is signed by the society executive committee members 
and the processor. The contract is purported to be on annual basis but is always under constant 
review to accommodate prevailing market situations.  
The contract is to supply the processor with raw milk that meets specified quality standards. The 
buyer pays agreed price is based on prevailing market forces.  
Most farmers agree that the contract was binding for them as a group, since they have to meet the 
laid down quality requirements for their milk to be accepted by the society. However, they are less 
conversant with what contract details exist between the society and its buyers. The manager and 
the board members of the society are responsible for discussing and signing business contracts 
with respective buyers. The contract with Eldoville Farm is always done in English language.  
Marketing and Prices 
Kiambaa Dairy Farmers’ Cooperative society has a multiple of channel to which they sell their milk. 
These are direct sales to traders, direct sales to consumers, Processors like BIO, Brookside 
Dairies, Eldoville farm, dairy land and Happy cow. They also supply institutions like Highlands 
chain of hotels. The processors face a stiffer completion from fluid and cash based traders. 
Farmers often rely on cash flow from these informal traders even though the amount is not 
sufficient enough for investing in production. Because of their daily cash requirements farmers sell 
part of their produce to the informal traders implying that the society does not get all the supply 
from them. 
A farmer in Kiambaa said: 
“The informal traders give us cash daily and sometimes their prices are better than what we get 
from the society because the society deducts some money for its operations. However, we supply 
the society in order to benefit from services like credit for school fees and developing our farms.”  
Prices for raw milk keep on fluctuating with seasons. A local newspaper nation reported farmers 
face price cuts after the onset of rainy seasons that liberated the dairy sector from a biting 
shortage in the supply of feeds occasioned by drought during the beginning of the year (Wokabi, 
2012). During the dry spell consumer prices of milk in supermarkets and other outlets as 
processors compete for the constrained supply by offering higher prices. 
A board member interviewed was quoted as saying: 
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“Although we are involved in discussing the contract, we always find ourselves as price takers, for 
the buyer always has a say in fixing prices, our suggestions are always ignored”. 
Deliveries of milk from cooperatives’ collection centres to the buyer are done at a cost of farmers. 
Transport risks are therefore owned by the farmers. 
Quality standards and record keeping 
The quality of the raw milk shall fall within the following parameters: 
a) Fresh cow milk 
b) Free of any off flavours and odours 
c) Free of any impurities and physical dirt 
d) pH between 6.6 to 6.7 maximum 
e) Minimum butter fat content of 3.5% 
f) Low microbial count resazurin reducing dye test grade 5-6 
g) Acidity 0.13% 
h) Free from antibiotics, preservatives or any 
other additive, 
i) Density between 1.029 and 1.032 ( Gerber 
lactometer at 15oC); 
j) The milk shall be negative to alcohol (80%) 
and boiling test. 
 The contract has a clause that outlines that raw milk 
shall be tested at Eldoville Dairies and milk that 
meets the above specifications shall be accepted as 
one standard grade.  
The firm stresses that the standards set are important so as to process quality products that can 
penetrate and compete in the local, regional and international markets. Raw milk that is not 
meeting the standards is rejected on the spot at the firm’s reception.  
Kiambaa Dairies has taken strides in achieving quality milk supply by instituting internal control 
measures that include establishment of a strong quality department with complaints registration 
and handling. The department also monitors quality milk production and deliveries at farm levels. 
Personnel as well as farmers are periodically trained on hygienic handling of milk. Deliveries are 
tested and recorded at the milk collection centres for compliance to quality standards. Milk 
rejections are accompanied with advice / support by the society’s field extension officers. 
 
Being a small processor, Eldoville Farm currently has no extension services. Its main concern is to 
receive and buy supplies that meet their quality requirements. This was stressed by a member of 
its top management who said: 
“We are with no obligation of providing embedded services to our suppliers. Our business 
is centred on getting supplies meeting our contractual volume and quality specification at 
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the right time. However, milk quality is of paramount importance for us to remain leaders in 
processing of quality products like cheese and yoghurt”. 
Costs/ benefits of the business relations: 
Kiambaa dairies members had a general feeling that the business relation with Eldoville was 
healthy as it guaranteed them a market outlet for a portion of their daily intake. 
The company was positive in the relationship for the society supplies the required quality of milk at 
the stipulated time. 
“We are happy with Kiambaa dairies for since we started business we have had no rejections of 
their milk and the delivery is always in time. We yearn to strengthen our business with them as we 
expand on our Niche market of cheese and yoghurt production” 
However, despite the fact that dairy provides families with reliable steady income, the high costs of 
inputs dilute its profitability. Dairy is thus practiced along other enterprises in the farms (mixed 
farming). 
Linking smallholder farmers to market: 
Most of the Kiambaa Cooperative Society’s membership is comprised of smallholder farmers 
(majority of who are women, 57%) with average land sizes of ½ acres. They practice intensive 
production systems whereby cows are confined and stall-fed in zero-grazing units. Kiambu district 
lies in the peri-urban setup of Nairobi city. Each farm holding has an average stocking rate of 2 
cows yielding averagely 10litre/ day at peak season. With the interventions by Agriterra the 
performance of this producer organization has steadily been improving. Key achievements have 
included 
i) The supply chain has turned into a value chain. The supply is now customer focused as 
production is tailored to meet the quality standards and food safety. Through its good 
quality products the producer organization has been able to attract demand from 
potential buyers. 
ii) The organization is vertically integrated as farmers through their organization have 
taken up a number of successive chain functions (input supply, production, collection, 
chilling and some level of processing milk to yoghurt). The organization has facilitated 
access to A.I. services and credit to members in form of pay advances and 
development loans. This integration has made it possible for the chain coordination and 
quality control. 
iii)  The procurement and utilization of digitalised scales that serve to improve record 
keeping at MCCs as well as facilitate transparency and accountability. 
Farmers are represented in the board by elected members from each of the cooperative’s 9 
collection points/ routes. Management ensures that all communications along the chain are made 
clear to members. 
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Table SWOT analysis of Kiambaa Dairy Cooperative Society: 
St
re
n
gt
h
s 
Good and focused management and board 
Good quality milk  
Reliable milk supply from members 
Capacity to chill milk at Banana 
Well experienced in the milk business 
Good transport system – adequate trucks 
Cooperative well positioned in the milk market 
O
p
p
o
rt
u
n
it
ie
s 
Enough milk available in the area. 
Demand for milk growing. The Cooperative has a waiting list from potential buyers 
In different segments including the lower end of consumers with 32% per year 
growth 
Good road network 
Interest by Ndumberi Cooperative to do business together (joint venture) 
W
e
ak
n
es
se
s Capacity to cool milk limited 
Product loss in the distribution system due to spoilage 
Limited staff skills in marketing 
Limited product range; trading on chilled milk and warm milk 
No pricing and sales strategies 
Th
re
at
s 
Competition from other Cooperatives for the same market and Hawkers 
Harsh climatic conditions, dry and wet periods create heavy supply fluctuations 
and hence price fluctuations: in wet times: oversupply, in dry times: shortages. 
High competition in the market, only 30% goes through official channels 
Production and transportation cost depending also on high fuel prices 
 
 
 
Chapter 2: Results 
2.1. Methodology 
To develop up a business case description data was collected by using desk literature study and 
field study through a case study and a survey. The literature was used to provide information about 
the dairy value chain. Sources were mainly the ministry of livestock departmental reports, Kiambaa 
dairy progress reports, Agriterra reports, journals and other internet library resources. 
Data Collection: 
Semi-structured interviews and probing were conducted on three randomly selected farmers (1 
cooperative board member and two ordinary members) and 2 Eldoville farm representatives (1 top 
management and 1 middle level manager) to identify challenge areas in their business relations 
(see checklists in annex 2). For the purpose of triangulation, further interviews were conducted 
with the Kiambu District Livestock Production Officer, Kiambu District Cooperative Officer and SNV 
representative in Kiambaa. The interview findings were then categorised challenge areas. The 
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statements reflecting indicators informing about Farm-Firm relations were then developed based 
on these challenge areas into a questionnaire. The statements were developed in such a way that 
both the farmers and the firm were able to score their perceptions on the relations between the two 
parties. Each challenge area has 9 statements that were formulated in the positive sense in active 
tense, done in English and then translated into Kiswahili to ease the understanding of the farmers. 
The statements were scored on a 4 Linkert scale that sought the respondent’s level of 
(dis)agreement as in annex 1.The questionnaires were then administered to 30 farmers randomly 
picked based on gender, geographic distribution (milk collection routes) and position in the 
cooperative board. At Eldoville farm the questionnaire was administered to 6 workers based on 
their position in the firm. 
Data Processing: 
The data was then processed using an excel workbook pre-designed to calculate the averages, 
minimum and maximum scores as well as the standard deviation. The results were then plotted on 
0-100 scale and thereafter were presented in the form of tables and graphs. Two types of graphs 
are presented: scores and graphs showing level of (dis)agreement between firm and farmers.  
Numbers in graphs refer to the statements. The statements are reproduced under the first graph. 
The higher the score the more positive respondents were on the particular challenge area. 
Results: 
0. Overall Result 
Table 0.1: Average scores per challenge area 
Overall results Average scores per challenge area 
Average all areas Challenge areas 1 2 3 4 5 6 7 8 
Farmers' scores 46.9 69.1 64.7 44.3 48.3 75.2 72.5 67.0 61.0 
Company scores 34.0 70.4 77.8 53.7 68.5 75.9 76.5 67.9 65.6 
Average firm-farm per challenge area 40.4 69.8 71.2 49.0 58.4 75.6 74.5 67.5 63.3 
Average overall score (all challenge areas) 63.3 63.3 63.3 63.3 63.3 63.3 63.3 63.3   
Difference farmers - average F-F score 6.5 -0.6 -6.5 -4.7 -10.1 -0.4 -2.0 -0.4 -2.3 
Difference Company - average F-F score -6.5 0.6 6.5 4.7 10.1 0.4 2.0 0.4 2.3 
The average total score is 63.3%. Generally, there is a uniform trend in the way the parties scored 
on the challenge areas but there are specific differences that need in-depth examination at 
individual challenge areas level. Both the farmers and the firm gave low average scores in 3 
(challenge area 1, 4 and 5) out of 8 challenge areas. Comparatively, the firm was more negative 
on the production challenges and farmers were more negative on price and contract challenges. 
Table 0.2: Challenge areas 
Challenge Areas  
1 Production Challenges 
2 Functioning of Farmers’ group 
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3 Market challenges 
4 Price challenges 
5 Contract challenges 
6 Delivery and Collection challenges 
7 Quality standards and record keeping challenges 
8 Costs/ benefits of business relations 
 
 
 
The firm appears to be more 
positive than farmers in all 
challenge areas but area 
1(production). It is remarkable 
that both the farmers and the 
firm scored positively and 
above the average on 
challenges 2 (functioning of 
farmer groups), 6 (delivery and 
collection of milk), 7 (quality 
standards and record keeping) 
and 8 (benefits of the business 
relations). The firm seems 
more positive on contracts, a 
situation farmers scored less 
positively. 
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It can be observed that the 
perceptions of farmers and the 
company are quite different for 
challenge area 1 (Production 
challenge), area 3 (Markets) 
and area 5 (contracts).   
 
At first sight, there is more 
agreements in areas 2    
(functioning of farmers’ group), 
area 4 (prices), area 6 
(delivery and collection of 
milk), are 7 (quality standards 
and record keeping) and are 8 
(cost/ benefits of business 
relations. 
 
 
1. Challenge area “Production challenge” 
Challenge area 1 Average scores per statement Average area 
score  Statements 1 2 3 4 5 6 7 8 9 
Farmers' scores  72.2 62.2 48.9 56.7 71.1 30.0 28.9 26.7 25.6 46.9 
Company scores 61.1 44.4 44.4 61.1 66.7 5.6 0.0 0.0 22.2 34.0 
Average firm-farmer statement score 66.7 53.3 46.7 58.9 68.9 17.8 14.4 13.3 23.9 40.4 
Average firm-farmer area score  40.4 40.4 40.4 40.4 40.4 40.4 40.4 40.4 40.4   
Difference farmers - average F-F score 5.6 8.9 2.2 -2.2 2.2 12.2 14.4 13.3 1.7 6.5 
Difference Company - average F-F  
score -5.6 -8.9 -2.2 2.2 -2.2 
-
12.2 
-
14.4 
-
13.3 -1.7 -6.5 
 
In this challenge area, the average score is 40.4% which is way below the overall average score. 
Farmers were more positive than the firm in this area. Farmers had more positive scores on 
statements 1 and 5 with 72.2% and 71.1% respectively 
Statements  challenge area “Production Challenges” 
1.1 Farmers have access to artificial insemination services when required. 
1.2 Farmers have easy access to credit for farming  
1.3 Farmers have sufficient feeds (concentrates) available. 
1.4 Farmers can get the different types of recommended concentrates 
1.5 Farmers’ yields are increasing 
1.6 Eldoville provides quick feedback to farmers’ questions related to production. 
1.7 Eldoville provides farmers support when faced with milk production challenges. 
-15
-10
-5
0
5
10
15
1 2 3 4 5 6 7 8
D
if
fe
re
n
ce
 f
ro
m
 a
ve
ra
ge
 o
ve
ra
ll 
sc
o
re
 
Challenge areas 
Kiambaa Dairy Case 
Level of agreement per 
challenge area 
Farmers Company
Gra
ph 
0b 
16 
 
1.8 Eldoville’s extension services are operational. 
1.9 Prices for inputs (feeds and drugs) are affordable 
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In the area of ‘production’, it 
clearly comes out that the 
farmers score positively about 
statements 1.1, 1.2, 1.3 1.4 
and 1.5 and are negative and 
below average area score in 
the rest statements. The firm 
was relatively positive in 
statements 1.1, 1.4 and 1.5. 
 
The company gives the lowest 
score for statements 1.7 and 
1.8. 
 
  
It can be observed that in this 
area the level of agreement is 
not very high more so in 
statements 1.6, 1.7 and 1.8. 
The firm gave a higher score 
than the farmers in only 1 
statement (1.4).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Challenge area “Functioning of Farmers’ Organization” 
Challenge area 2 Average scores per statement Average 
area 
score  Statements 1 2 3 4 5 6 7 8 9 
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Farmers' scores  45.6 65.6 60.0 83.3 80.0 68.9 63.3 83.3 72.2 69.1 
Company scores 77.8 72.2 61.1 66.7 66.7 61.1 77.8 61.1 88.9 70.4 
Average firm-farmer statement score 61.7 68.9 60.6 75.0 73.3 65.0 70.6 72.2 80.6 69.8 
Average firm-farmer area score  69.8 69.8 69.8 69.8 69.8 69.8 69.8 69.8 69.8   
Difference farmers - average F-F score -16.1 -3.3 -0.6 8.3 6.7 3.9 -7.2 11.1 -8.3 -0.6 
Difference Company - average F-F  
score 16.1 3.3 0.6 -8.3 -6.7 -3.9 7.2 -11.1 8.3 0.6 
 
The average score for the two parties in this challenge area is 69.8%. The firm has the highest 
score of 88.9% at statement 2.9 and the farmers registering the lowest score of 45.6% at 
statement 2.1. 
Statements  challenge area “Functioning of Farmers’ Group” 
2.1 We agree with the way the company selects farmer groups for contracting 
2.2 We agree that farmers sell the milk through the group, and not as individual farmers 
2.3 The constitution and by-laws cater for internal and external issues of dairy farmer groups 
2.4 
Elected farmer group leaders adhere to the tasks and responsibilities defined in the constitution and by-
laws 
2.5 Farmer group meetings are regular and effective 
2.6 All members are informed and understand group financial issues 
2.7 Eldoville is happy with the way the farmer group is operating 
2.8 The farmer group leaders always represent the common interest of the farmers 
2.9 The farmer group always assists members get other services to develop their farming 
 
The farmers are more positive in 4 out of 
9 statements in this challenge area. 
It is notable that the farmers are less 
positive in statement 2.1(how the 
company selects farmers for 
contracting). The firm on the other hand 
is highly positive about this 
statement and that of 2.9 (role of 
farmers group on provision of 
embedded services). 
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The bigger disagreement is seen in 2.1, 
2.4, 2.8 and 2.9. At first glance there 
seems an agreement in statement 2.2, 2.3, 
and 2.6. 
 
 
 
 
 
 
 
3. Challenge area “Markets” 
Challenge area 3 Average scores per statement Average  
area score Statements 1 2 3 4 5 6 7 8 9 
Farmers' scores  26.7 70.0 80.0 71.1 38.9 88.9 84.4 52.2 70.0 64.7 
Company scores 77.8 100.0 94.4 88.9 38.9 77.8 94.4 33.3 94.4 77.8 
Average firm-farmer statement 
score 52.2 85.0 87.2 80.0 38.9 83.3 89.4 42.8 82.2 71.2 
Average firm-farmer area score  71.2 71.2 71.2 71.2 71.2 71.2 71.2 71.2 71.2   
Difference farmers - average F-F 
score -25.6 -15.0 -7.2 -8.9 0.0 5.6 -5.0 9.4 -12.2 -6.5 
Difference Company - average F-F  
score 25.6 15.0 7.2 8.9 0.0 -5.6 5.0 -9.4 12.2 6.5 
 
The average firm- farmer score for this area is 71.2%. The firm registered a more positive 
perception than the farmers with its highest score of 94.4% being at statements 3.3 and 3.9. 
Farmers had the lowest score of 26.7% in statement 3.1. 
Statements  challenge area “Markets” 
3.1 Eldoville is clear about the amount of produce it wants to buy from the farmers. 
3.2 Eldoville clearly informs farmers about quality requirements of milk. 
3.3 There are other milk buyers on the market. 
3.4 The demand for processed milk is growing. 
3.5 Farmers know what products are the processed at the factory. 
3.6 The demand for milk is growing in the area. 
3.7 Customers of milk prefer high quality milk. 
3.8 Farmers sell all their marketable milk through their cooperative. 
3.9 Eldoville takes all the milk supplied by the farmers. 
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The firm scored more positively and 
above the average firm-farmer score in 6 
out of 9 statements in this challenge 
area. Farmers were more positive than 
the firm in statement 3.6 (the demand of 
milk in the area as growing). The two 
actors seem to agree on a negative 
score in statement 3.5 (farmers know the 
products processed by the firm). 
 
 
 
 
 
The disagreement is significant in 
statements 3.1, 3.2 and 3.9 with 
higher levels of agreement seen 
in 3.5, 3.6 and 3.7.  
 
 
 
 
 
 
4. Challenge area “Prices” 
Challenge area 4 Average scores per statement Average area 
score Statements 1 2 3 4 5 6 7 8 9 
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Farmers' scores  25.6 25.6 71.1 65.6 23.3 77.8 71.1 22.2 16.7 44.3 
Company scores 61.1 55.6 72.2 27.8 11.1 66.7 88.9 33.3 66.7 53.7 
Average firm-farmer statement score 43.3 40.6 71.7 46.7 17.2 72.2 80.0 27.8 41.7 49.0 
Average firm-farmer area score  49.0 49.0 49.0 49.0 49.0 49.0 49.0 49.0 49.0   
Difference farmers - average F-F 
score 
-
17.8 
-
15.0 -0.6 18.9 6.1 5.6 -8.9 -5.6 
-
25.0 -4.7 
Difference Company - average F-F  
score 17.8 15.0 0.6 
-
18.9 -6.1 -5.6 8.9 5.6 25.0 4.7 
 
This challenge area registered more negative scores with the average score being as low as 49%. 
The firm and farmers had the lowest score of 11.1% and 22.2% in statement 4.5 and 4.8 
respectively. 
Statements  challenge area “Prices”  
4.1 Before starting milk supply, farmers are sensitized about milk prices to be paid. 
4.2 The farmers think Eldoville pays them a fair price. 
4.3 Eldoville pays farmers according to schedule. 
4.4 Eldoville pays a price depending on volume supplied. 
4.5 Eldoville pays a price depending on quality supplied. 
4.6 Farmers are satisfied by being paid through the farmer group account. 
4.7 Eldoville pays the price responding to market situations. 
4.8 Farmers’ organization is always involved in price setting. 
4.9 Eldoville informs farmers of intended changes in price in time. 
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The firm scored more positively than the 
farmers in 5 out of 9 statements in this 
challenge area. The two parties scored 
lowly on statement 4.5 (the company pays 
a price depending on the quality of milk).  
Unlike the firm, the farmers were more 
negative on statements 4.1 (the farmers 
are sensitized on the prices before the 
supply), 4.2 (the farmers think the firm 
pays a fair price) and 4.9 (the firm informs 
farmers of intended changes in prices in 
time). The two differentially scored 
negatively on statement 4.8 (farmers’ 
organization is always involved in 
price setting). They both agree 
positively that the firm pay the price 
depending on the market situation 
though farmers gave lower score 
(statement 4.7). 
 
 
There is a significant level of 
disagreement in statements 4.1, 4.2, 
4.4 and 4.9.  The first impression 
shows more agreements in 4.3, 4.5, 
4.6 and 4.8. 
 
 
 
 
 
 
 
 
0
10
20
30
40
50
60
70
80
90
100
1 2 3 4 5 6 7 8 9
Sc
o
re
s 
Statements 
Kiambaa Dairy Case 
Scores "Prices" 
Farmers Company Average score
Graph 
4a 
-30
-20
-10
0
10
20
30
1 2 3 4 5 6 7 8 9
D
if
fe
re
n
ce
 f
ro
m
 a
ve
ra
ge
 f
-f
 s
co
re
 
Statements 
Kiambaa Dairy Case 
Level of agreement "Prices" 
Farmers Company
Graph 
4b 
23 
 
5. Challenge area “Contract”  
Challenge area 5 Average scores per statement Average area 
score Statements 1 2 3 4 5 6 7 8 9 
Farmers' scores  27.8 40.0 38.9 55.6 50.0 68.9 63.3 38.9 51.1 48.3 
Company scores 55.6 44.4 50.0 88.9 77.8 77.8 100.0 38.9 83.3 68.5 
Average firm-farmer statement score 41.7 42.2 44.4 72.2 63.9 73.3 81.7 38.9 67.2 58.4 
Average firm-farmer area score  58.4 58.4 58.4 58.4 58.4 58.4 58.4 58.4 58.4   
Difference farmers - average F-F score -13.9 -2.2 -5.6 -16.7 
-
13.9 -4.4 -18.3 0.0 -16.1 -10.1 
Difference Company - average F-F  
score 13.9 2.2 5.6 16.7 13.9 4.4 18.3 0.0 16.1 10.1 
Farmers’ score depict that they are less positive about this challenge area. Their total average 
score of 48.3% is way below the average firm-farmer statement score of 58.4%. The lowest score 
by farmers is in statement 5.1 (27.8%) whereas the firm has it lowest score in statement 5.8 
(38.9%). 
Statements  challenge area “Contract” 
5.1 Each individual farmer understands the content of the contract with Eldoville. 
5.2 Farmer groups can always discuss contract issues with Eldoville. 
5.3 Eldoville takes farmers' opinion on contract matters into consideration. 
5.4 The contract/ agreement is binding. 
5.5 The contract is clear on dispute resolution. 
5.6 The farmer group follows the rules laid down in the contract. 
5.7 Eldoville follows the rules laid down in the contract. 
5.8 Farmer groups penalize members for breach of contract. 
5.9 Eldoville takes measures for breach of contract. 
 
24 
 
The firm score more positively 
above the average overall score in 
5 statements. The farmers are 
negative in virtually all statements 
except in two where they score 
slightly above the average overall 
score. 
 
 
 
 
 
 
 
 
 
Notable disagreement is 
seen in statements 5.1, 
5.4, 5.5, 5.7 and 5.9. The 
level of agreement is great 
in statement 5.8 where 
both score negatively on 
farmer groups penalizing 
members who reach the 
contract. 
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6. Challenge area “Delivery and Collection of Milk” 
Challenge area 6 Average scores per statement Average area 
score Statements 1 2 3 4 5 6 7 8 9 
Farmers' scores  84.4 81.1 75.6 71.1 77.8 54.4 93.3 67.8 71.1 75.2 
Company scores 77.8 83.3 77.8 66.7 66.7 66.7 94.4 83.3 66.7 75.9 
Average firm-farmer statement score 81.1 82.2 76.7 68.9 72.2 60.6 93.9 75.6 68.9 75.6 
Average firm-farmer area score  75.6 75.6 75.6 75.6 75.6 75.6 75.6 75.6 75.6   
Difference farmers - average F-F score 3.3 -1.1 -1.1 2.2 5.6 -6.1 -0.6 -7.8 2.2 -0.4 
Difference Company - average F-F  
score -3.3 1.1 1.1 -2.2 -5.6 6.1 0.6 7.8 -2.2 0.4 
 
Both parties were positive on this challenge area with their average area score being at 75.6%. 
The highest score is at 94.4% by the firm in statement 6.7 (farmers deliver milk in recommended 
containers). The lowest score is by farmers at 54.4 in statement 6.6 (farmers deliver required 
volumes to the firm). 
Statements  challenge area “Delivery and Collection of milk” 
6.1 Collection centres are close to farmers 
6.2 Farmers deliver milk to collection points at the right time. 
6.3 Milk collection at the milk collection centre is done at the right time 
6.4 The staffs at the collection centres are appropriately skilled. 
6.5 Records at the collection centre are well maintained. 
6.6 Farmers deliver required volumes to Eldoville. 
6.7 Farmers deliver milk using recommended containers. 
6.8 Eldoville is happy with farmers’ deliveries. 
6.9 Farmers are happy with the way Eldoville collects the milk. 
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Farmers seem more positive than the firm 
in 4 out of 9 statements. The lowest score 
is in statement 6.6 (farmers deliver 
required volumes of milk to the firm).  
 
 
 
 
 
 
 
 
At first sight, there seems to be significant 
agreements in 6.2, 6.3, 6.4  and 6.7. 
Disagreements are notable in statements 
6.5, 6.6 and 6.8. 
 
 
 
 
 
 
 
 
 
7. Challenge area “Quality standards and record keeping” 
Challenge area 7 Average scores per statement Average area 
score Statements 1 2 3 4 5 6 7 8 9 
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Farmers' scores  64.4 73.3 84.4 76.7 78.9 88.9 54.4 51.1 80.0 72.5 
Company scores 66.7 88.9 77.8 83.3 72.2 88.9 61.1 72.2 77.8 76.5 
Average firm-farmer statement 
score 65.6 81.1 81.1 80.0 75.6 88.9 57.8 61.7 78.9 74.5 
Average firm-farmer area score  74.5 74.5 74.5 74.5 74.5 74.5 74.5 74.5 74.5   
Difference farmers - average F-F 
score -1.1 -7.8 3.3 -3.3 3.3 0.0 -3.3 -10.6 1.1 -2.0 
Difference Company - average F-F  
score 1.1 7.8 -3.3 3.3 -3.3 0.0 3.3 10.6 -1.1 2.0 
 
Statements  challenge area “Quality standards and record keeping” 
7.1 Farmers follow good agricultural practices (GAP). 
7.2 Quality standards and reasons for rejection are clear. 
7.3 At collection points farmers follow the hygiene standards. 
7.4 Eldoville staffs at collection points follow the hygiene standards. 
7.5 The farmer groups keep records of the milk delivered to Eldoville. 
7.6 Farmer groups engage in milk testing at collection points. 
7.7 At collection points, milk is collected under recommended shaded facility. 
7.8 Farmer groups correctly file the feedback overviews provided by Eldoville. 
7.9 Farmers trust the delivery records by Eldoville. 
 
 
 
 
The two parties were positive about 
the quality standards and record 
keeping with a higher overall area 
average score of 74.5%. Two areas 
whose score is relatively low is on 
statements 7.7 (use of recommended 
shaded facilities in milk collection 
areas) and 7.8 (farmers correctly file 
feedback overview by the firm) 
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There seem to be a high level of 
agreement in this area with exception in 
statements 7.2 (Quality standards and 
reasons for rejection are clear). and 
7.8(farmers correctly file feedback 
overview by the firm) 
 
 
 
 
 
 
8. Costs / Benefits of Contractual arrangement 
Challenge area 8 Average scores per statement Average area 
score Statements 1 2 3 4 5 6 7 8 9 
Farmers' scores  75.6 73.3 67.8 63.3 77.8 70.0 47.8 56.7 71.1 67.0 
Company scores 77.8 66.7 66.7 83.3 66.7 61.1 50.0 50.0 88.9 67.9 
Average firm-farmer statement score  76.7 70.0 67.2 73.3 72.2 65.6 48.9 53.3 80.0 67.5 
Average firm-farmer area score  67.5 67.5 67.5 67.5 67.5 67.5 67.5 67.5 67.5   
Difference farmers - average F-F score -1.1 3.3 0.6 
-
10.0 5.6 4.4 -1.1 3.3 -8.9 -0.4 
Difference Company - average F-F  
score 1.1 -3.3 -0.6 10.0 -5.6 -4.4 1.1 -3.3 8.9 0.4 
 
Statements  challenge area “Benefits of contractual arrangements” 
8.1 Farmers are happy to have a guaranteed market for their milk. 
8.2 Milk farming provides farmers with a steady income 
8.3 Farmers are happy with the services offered by the Eldoville. 
8.4 Eldoville is happy about the relationship with the farmers. 
8.5 The money from milk farming is the most important income for the family. 
8.6 All farmers (large and small, men and women) benefit from the sale of milk to the Eldoville. 
8.7 Milk revenues are invested in other farm enterprises. 
8.8 In this area, milk farmers manage to get bank loans. 
8.9 Milk farmers are developing other income generating activities. 
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Generally the scores by both the parties 
were more positive with an overall average 
area score of 67.5%. Negative scores 
were on statements 8.7(milk revenues are 
invested in other farm enterprises) and 8.8 
( milk farmers manage to get bank loans in 
this area). 
 
 
 
 
 
 
 
There seem higher agreement levels in 
this area except for statements 8.4, 8.5, 
8.6 and 8.9. Farmers scored higher 
than the firm in 5 out of 9 statements in 
this area. The firm scored higher than 
farmers in 4 statements. 
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Focused Group Discussions with Farmers : 
Table :  Issues for low or high scores and suggestions that can contribute to improving firm – farmer 
relationship  
Challenge Area Issues contributing to high or low 
scores on challenge areas. 
Suggestions for improving firm-
farmer relationship 
Production - Although the A.I. services are 
available, their cost is high. 
- Feeds and inputs are available 
but costs are too high. Some 
concentrates are of 
questionable qualities. 
- Eldoville has neither extension 
services nor any support 
towards production. 
- Production is increasing, 
though on small scale due to 
trainings on managements by 
the society and NGOs like SNV, 
MoLD and KARI. 
- The society’s extension services 
are good but inadequate. 
- Continuous trainings to 
avoid insemination repeats. 
- Farmers to practice feed 
conservation, on-farm feed 
formulation. 
- Introduction and 
establishment of quality 
fodder by research. 
- The company to create an 
active link with farmers 
through outreach services, 
sharing out its reputational 
awards with its suppliers. 
- More trainings through 
collaborative efforts. The 
society to keep on 
facilitating such services. 
Functioning of 
farmer 
organizations 
- Eldoville does not have direct 
contracts with individual 
farmers. The agreement is 
always negotiated between the 
management and Eldoville. 
- Meetings of the cooperatives 
are very limited to annual 
general meetings when 
members meet to review their 
performance and conduct 
elections. 
- The cooperative has assisted 
farmers to access trainings, A.I., 
access to inputs, and credits for 
school fees and dairy 
enterprise development. 
- Leaders are democratically 
elected and equitably 
distributed to represent all 
catchments. 
- Eldoville is happy because no 
milk rejects have been 
registered and deliveries are on 
schedule. 
- The meetings for the 
society can be made to be 
made a little bit more 
frequent. 
- Meetings should be used 
for pre-planning and 
forecasting operations not 
for situations only. 
- Members of the society can 
be bonded with 
commitments to the 
society. 
- Training of board members 
on leadership and 
governance, business skills 
and approaches, marketing, 
contracting and negotiation 
skills. 
- Eldoville to support effort 
of empowering and 
strengthening functioning 
of the society. 
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Markets - Ordinary members do know 
what amount is required by 
Eldoville.  
- The quality requirement form 
major part of the contract 
- Dairy is often the source of 
recurrent income which goes to 
cover family daily expenses. 
- The times for milk collection 
are for some members too 
early and therefore resort to 
sell their milk to other buyers. 
- Eldoville is little known by 
ordinary farmers. 
 
- The society to inform 
members on details of their 
market requirements. 
- Eldoville to conduct shows 
to popularize their 
products. 
- The cooperative to provide 
voucher system for use by 
farmers in meeting their 
daily expenses. 
Prices - The prices keep fluctuating 
with seasons and ordinary 
members do little know of their 
prices in advance. 
- Prices by other buyers 
especially the traders is often 
much higher than what farmers 
get. 
- Price is not pegged on quality 
of milk. 
 
- Eldoville and society to 
negotiate and agree to stick 
on a stable price. 
- Eldoville to grade and pay 
premiums on quality. 
- Eldoville to accommodate 
farmers suggestions on 
pricing 
- The two parties to inform 
farmers on prices changes 
in time. 
 
Contracts - Only board members know the 
contract terms. 
- Often the firm is the price fixer 
- The contract is flexible allowing 
constant reviews some of 
which are not beneficial to all. 
- There is no binding agreement 
with farmers. 
- The only ‘penalty’ to members 
is rejection of non-conforming 
milk. 
- The contract does not state 
penalty to the firm in-case it 
breaches it. 
- The society strives to meet 
contract conditions. 
- The society to bond farmers 
with agreements. 
- Eldoville to discuss and 
agree with farmers on 
prices. 
- The parties to agree not to 
bend contract conditions at 
all costs. 
- Explore possibility of using 
an arbitrator to be agreed 
by the chartered Institute of 
Arbitrators, Kenya branch. 
 
Delivery and 
collection of milk. 
- The society supplies low 
volumes to Eldoville because of 
lower prices compared to other 
market segments. 
- There is continuous staff 
- Eldoville to pay extra 
shillings to attract higher 
volumes from the society. 
- Maintain staff training. 
- Eldoville to consider co-
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training. 
- Farmers shoulder all the 
transport risks. 
- The society facilitated farmers 
to acquire recommended 
containers. 
- The society is strict on quality 
through hygienic handling. 
shouldering transport risks. 
- Maintain logistical facilities. 
- Pay prices on banded 
volumes. 
 
Quality Standards 
and record keeping 
- High costs of feeds, inputs and 
housing impede good 
agricultural practices 
- Inadequate incomes from dairy 
hence not able to invest in 
building cow shed. 
- Limited knowledge and skills on 
good dairy management and 
quality control. 
- Some collection points are in 
open grounds especially at 
early morning hours. 
- The digital scales and 
computers at the society 
facilitate good records. 
- Limited communication is done 
from the firm to farmers 
- Promote periodic training 
of farmers and staff on 
dairy management, record 
keeping and hygienic milk 
handling 
- Increase the price for 
farmers to encourage 
investments. 
- Facilitate access to credit 
for farmers 
- Society to upscale its 
yoghurt processing and 
marketing for increased 
margins. 
- Develop a communication 
plan to farmers and staff as 
well as to customers on 
quality of milk.  
Benefits of 
contractual 
business relations 
- The processor is always reliable 
to take milk even at times of 
glut. 
- Milk revenues are used for 
recurrent family expenses and 
buying feeds for cows. 
- Commercial banks have high 
interest rates and rarely 
consider farmers as potential 
customers for credit. 
- Being labour intensive, most 
youth have negative attitudes 
to dairy farming. 
- Vicinity to Nairobi city has 
made men and youth to leave 
dairy for women. 
- Farmers grow horticulture and 
tea and keep poultry, pigs apart 
from dairy. 
- Increase farmers’ income by 
value addition 
- Encourage use of 
appropriate technology in 
dairy farming. 
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Focused Group Discussions with Firm ( Eldoville) : 
Table  :  Issues for low or high scores and suggestions that can contribute to improving firm – farmer 
relationship  
Challenge Area Issues contributing to high or low 
scores on challenge areas. 
Suggestions for improving firm-
farmer relationship 
Production - The company has no field 
officers. 
- The capacity of the company is 
small. 
- There are no questions on 
production channelled by the 
farmers to the company. 
- Farmers get access to services 
from society and credit from 
SACCOs and AFC. 
- Farm inputs are generally 
expensive because of high 
production costs. 
- As the company grows it 
has to plan to have field 
officers. 
- Strive to increase contact 
with producers through 
exhibitions and seminars. 
- Partner with the society to 
manage production risks 
facing producers. 
Functioning of 
farmer 
organizations 
- Performance of the group is 
encouraging. 
- Quality of milk from the group 
has reliably been good and 
consistent. 
- Delivery time has been 
consistently adhered to. 
- Organised groups performance 
indicates good level of 
governance. 
- Limited knowledge and 
understanding of the 
cooperative’s interests, 
functions and transactions risks 
- Strive to understand the 
society’s functions, 
interests and risks to 
nurture mutual 
understanding. 
- Encourage quality deliveries 
through premiums. 
Markets - Milk quantities and quality are 
clearly stated in the contract. 
- The milk market is quite 
competitive. 
- There has been limited direct 
contact of the company with 
the ordinary producers. 
- Other market segments are 
more attractive to the society. 
- All milk delivered by the society 
is all taken by the company. 
- Initiate and nurture 
interactions or contact with 
farmers 
- Let farmers understand the 
transaction risks that the 
company has and vice 
versa. 
 
Prices - The price is pegged on 
prevailing market forces. 
 
- Consider premiums for 
quantity and quality of 
supplies. 
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Contracts - The contract is agreed on by 
the parties. 
- Limited understanding on the 
functioning of the farmers’ 
group 
- The farmers to all know 
details of the contract. 
 
Delivery and 
collection of milk. 
- The society delivers milk to the 
firm 
- Limited understanding on the 
functioning of the farmers’ 
group 
- Encourage information 
exchange 
- Work more closely with the 
company. 
Quality Standards 
and record keeping 
- No rejects of milk have been 
made to Kiambaa dairies. 
- Eldoville does not audit its 
suppliers. 
- High costs of feed discourages  
-  
- The company to start 
auditing the society to fill 
gaps on standards. 
- Use the IT for records 
transfer and custody. 
Benefits of 
contractual 
business relations 
- The firm has been  paying the 
society at agreed schedules 
- Eldoville only buys from 
Kiambaa on credit terms. 
 
- Strive to limit the 
producer’s cost of 
production. 
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Chapter 3: Discussion of Results 
With an average overall score of 63.3% it is imperative that the relationship between Kiambaa dairies and 
Eldoville is generally positive. The firm was overally more positive than the farmer but key was the low 
scores on production, contract and price challenge areas depicting leverage points that can be addressed 
to improve the status. In the following part I will discuss the results of each of the 8 challenge areas that 
this study considered. 
Challenge area 1: Production 
 
 
 
 
 
 
 
9. Conclusions and recommendations  
To be continued for the part on conclusions and recommendations 
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 Questionnaire 
Dear Sir/Madam; 
I am Dominic Simbe Ong’aro a student at Van Hall Larenstein University of Applied Sciences 
undertaking a Master Degree of Agricultural Production Chain Management, Livestock Chains. 
You are requested to provide information on factors that influence the relationship between 
producers (producer organizations) with dairy processors.  
Your views as a farmer or as a processor are considered crucial in this study. Kindly provide 
accurate information on the following issues to the best of your ability following the instructions 
given after each item, and return your completed questionnaire to the researcher. Your 
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cooperation will be highly appreciated and all the given information is strictly private and 
confidential and shall not be used for any other purpose whatsoever other than for this study. 
 
Thank you. 
Dominic Simbe. 
 
For the researcher: 
Please fill in the following information about the case: 
 
Country:  
Case:   
Name researcher:  
Date:  
 
For company employees: 
If you work for a company, please fill in the following questions. If you are finished you can 
start answering the statements on the next page. Thank you for your cooperation! 
 
Characteristic respondent:  
 
What is the name of the company that you work for? 
 
........................................................................................... 
Position respondent: What is your position in the company? 
 
........................................................................................... 
Duration participation: How long do you work for this company? 
 
........................................................................................... 
 
For members of the farmer group/cooperative: 
If you are a member of the farmer group/cooperative, please fill in the following questions. If 
you are finished you can start answering the statements on the next page. Thank you for your 
cooperation! 
 
Characteristic respondent:  What is the name of your farmer group / cooperative? 
 
........................................................................................... 
Position respondent: What is your position in your farmer group / cooperative? 
 
 I am a farmer and sell my products through this farmer group 
 
 I am a board member / member of core group 
     My position is:        
 
........................................................................................... 
Duration participation: How long are you a part of this farmer group/coop?  
........................................................................................ 
 
[If applicable:] Since when do you have this position in the board? 
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........................................................................................... 
 
  Scores / Alama 
  0 1 2 3 
 Statements / Matamko 
Strongly 
disagree 
Sikubali
ani 
Kabisa 
Disa
gree 
Siku
balia
ni 
Agree 
Naku
balia
na 
Strongly 
agree 
Nakubali
ana 
kabisa. 
      
1 Production - Uzalishaji     
1.1  Farmers have access to artificial insemination services 
when required. 
Wakulima hupata huduma za mbegu za mipira 
zinapohitajika.     
1.2 Farmers have easy access to credit for farming. 
Wakulima hupata mikopo ya kilimo kwa urahisi.     
1.3 Farmers have sufficient feeds (concentrates) available. 
Wakulima hupata vyakula vya ng’ombe kwa 
urahisi.     
1.4 Farmers can get the different types of recommended 
concentrates. 
Wakulima waweza kupata vyakula aina 
mbalimbali zinazopendekezwa. 
    
1.5 Farmers’ yields are increasing. 
Mazao ya wakulima yanaongezeka. 
    
1.6 Eldoville provides quick feedback to farmers’ questions 
related to production. 
Eldoville hupeana majibu ya maswali ya wakulima 
kwa haraka. 
    
1.7 Eldoville provides farmers support when faced with milk 
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 production challenges. 
Eldoville huwapa wakulima usaidizi 
wanapokumbwa na changamoto za uzalishaji wa 
maziwa. 
1.8 Eldoville’s extension services are operational. 
Huduma za nyanjani za Eldoville zinafanya kazi. 
    
1.9 Prices for inputs (feeds and drugs) are affordable. 
Bei za mahitaji (pembejeo) ya ufugaji ni nafuu. 
    
2 Functioning of farmer group- Kazi ya kikundi cha wakulima   
2.1 
We agree with the way Eldoville selects farmer groups 
for contracting arrangements. 
 
Tunakubaliana na jinsi Eldoville huchagua vikundi 
vya wakulima wanavyoweka mapatano pamoja.     
2.2 
We agree that farmers sell the milk through the group, 
and not as individual farmers. 
 
Tumekubaliana ya kwamba wakulima wauze 
maziwa yao kupitia kwa kikundi.     
2.3 
The constitution and by-laws cater for internal and 
external issues of dairy farmer groups. 
 
Katiba na sheria za kikunde zinatumika kwa 
shughuli zote za kikundi. 
 
 
 
    
  Scores / Alama 
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      
 
 
 
2.4 
Elected farmer group leaders adhere to the tasks and 
responsibilities defined in the constitution and by-laws. 
Viongozi wanaochaguliwa kwa kikundi hufanya 
kazi zao kulingana na katiba na sheria za kikundi.     
2.5 
Farmer group meetings are regular and effective. 
Mikutano ya kikundi hufanywa inavyotakikana.     
2.6 
All members are informed and understand group 
financial issues. 
Wanachama wote hujulishwa na kuelewa mambo 
kuhusu fedha za kikundi.     
2.7 
Eldoville is happy with the way the farmer group is 
operating. 
Eldoville yafurahia matendo ya kikundi.     
2.8 
The farmer group leaders always represent the common 
interest of the farmers. 
Viongozi wa kikundi huwakilisha mahitaji ya 
pamoja ya kikundi.     
2.9 
The farmer group always assists members get other 
services to develop their farming. 
Kikundi cha wakulima husaidia wakulima kupata 
huduma zingine za kuendeleza kilimo.     
3 Markets - Soko     
3.1 
Eldoville is clear about the amount of produce it wants 
to buy from the farmers. 
Eldoville inaeleza waziwazi kuhusu kiwango cha 
maziwa wanayotaka kununua kwa wakulima.     
3.2 
Eldoville clearly informs farmers about quality 
requirements of milk. 
Eldoville yawaeleza waziwazi wakulima kuhusu 
ubora wa maziwa inayohitaji     
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3.3 
There are other milk buyers in the market. 
Kuna wanunuzi wengine wa maziwa eneo hili. 
    
3.4 
The demand for processed milk is growing. 
Soko ya maziwa yapitiao kiwandani inaongezeka     
3.5 
Farmers know what products are the processed at the 
factory. 
Wakulima wanajua ni bidhaa gani zinazoundwa 
kiwandani.     
3.6 
The demand for milk is growing in the area. 
Wateja wa maziwa wanaongezeka katika eneo 
hili.     
3.7 
Customers of milk prefer high quality milk 
Wateja hupendelea maziwa yenye ubora wa hali 
ya juu.     
  Scores / Alama 
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      
3.8 
Farmers sell all their marketable milk through their 
cooperative. 
Wakulima huuza maziwa yao yote kupitia kwa 
kikundi chao cha ushirika. 
 
 
 
    
3.9 
Eldoville takes all the milk supplied by the farmers. 
Eldoville huchukua maziwa yote inayouziwa na 
kikundi cha ushirika     
4. Price - Bei 
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4.1 
Before starting milk supply, farmers are sensitized 
about milk prices to be paid. 
Kabla ya kuuza maziwa, wakulima hujulishwa juu 
ya bei watakayolipwa.     
4.2 
The farmers think Eldoville pays them a fair price. 
Wakulima wanafikiri Eldoville huwalipa bei ya 
haki.     
4.3 
Eldoville pays farmers according to schedule. 
Eldoville hulipa wakulima kulingana kwa wakati 
uliokubaliwa.      
4.4 
Eldoville pays a price depending on volume supplied. 
Eldoville hulipa malipo ya ziada kwa kiwango cha 
maziwa.    
 
 
4.5 
Eldoville pays a price depending on quality supplied. 
Eldoville hulipa malipo ya ziada kwa kiwango cha 
ubora wa maziwa.    
 
 
4.6 
Farmers are satisfied by being paid through the farmer 
group account. 
Wakulima wanatosheka kwa kulipwa kupitia kwa 
akaunti ya kikundi.     
4.7 
Eldoville pays the price responding to market situations. 
Eldoville hulipa bei kulingana na soko.     
4.8 
Farmers’ organization is always involved in  price 
setting 
 
Chama cha Wakulima mara kwa mara huusishwa 
kuamua bei ya maziwa.     
4.9 
Eldoville informs farmers of intended changes in price in 
time. 
Eldoville hujulisha wakulima juu ya mabadiliko ya 
bei yatarajiwayo kwa wakati ufaao     
5.         Contract – Mkataba/ Mapatano 
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5.1 
 
Each individual farmer understands the content of the 
contract with Eldoville. 
 
Kila mkulima anaelewa yaliyomo ndani ya 
mkataba wao na Eldoville.     
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5.2 
Farmer groups can always discuss contract issues with 
Eldoville. 
Vikundi vya wakulima wana uhuru kujadiliana na 
Eldoville kuhusu yaliyomo kwenye mkataba.     
5.3 
 
Eldoville takes farmers' opinion on contract matters into 
consideration. 
Eldoville huzingatia maoni ya wakulima wakati wa 
kuunda mkataba. 
 
 
    
5.4 
The contract/ agreement is binding. 
Mkataba hauwezi kuvunjwa kwa urahisi     
5.5 
The contract is clear on dispute resolution. 
Mkataba uko wazi kuhusu jinsi ya kutatua mizozo.     
5.6 
The farmer group follows the rules laid down in the 
contract. 
Kikundi cha wakulima hufwata kanuni zilizo 
kwenye mkataba.     
5.7 Eldoville follows the rules laid down in the contract.     
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Eldoville hufwata kanuni zilizo kwenye mkataba. 
5.8 
Farmer groups penalize members for breach of contract. 
Kikundi cha wakulima humuadhibu mkulima 
ambaye huenda kinyume cha mkataba.     
5.9 
Eldoville takes measures for breach of contract. 
Eldoville huchukua hatua kwa uvunjaji wa 
mkataba.     
6 Delivery and Collection of milk- Ukusanyaji wa maziwa  
6.1 
Collection centres are close to farmers 
Panapokusanywa maziwa pako karibu na 
wakulima     
6.2 
Farmers deliver milk to collection points at the right 
time. 
Wakulima huchukua maziwa yao 
panapokusanywa maziwa wakati hufaao     
6.3 
Milk collection at the milk collection centre is done at 
the right time 
Maziwa huchukuliwa kutoka kituo cha kukusanya 
maziwa wakati hufaao      
6.4 
 
The staffs at the collection centres are appropriately 
skilled. 
Wafanyikazi katika kituo cha ukusanyaji maziwa 
wanao ujuzi unaotakikana 
 
    
  Scores / Alama 
  0 1 2 3 
 Statements / Matamko 
Strongly 
disagree 
Sikubali
ani 
Kabisa 
Disa
gree 
Siku
balia
ni 
Agree 
Naku
balia
na 
Strongly 
agree 
Nakubali
ana 
kabisa. 
      
6.5 Records at the collection centre are well maintained.     
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Rekodi za kituo cha ukusanyaji maziwa 
zimewekwa vizuri 
6.6 
Farmers deliver required volumes to Eldoville. 
Wakulima huchukua kwa Eldoville kiwango cha 
maziwa kitakikanacho     
6.7 
Farmers deliver milk using recommended containers. 
Wakulima hubeba maziwa kwa mitungi 
inayopendekezwa     
6.8 
Eldoville is happy with farmers’ deliveries. 
Eldoville yafurahia jinsi wakulima huichukulia 
maziwa     
6.9 
Farmers are happy with the way Eldoville collects the 
milk. 
Wakulima wanafurahia jinsi Eldoville huchukua 
maziwa kwao.     
7 Quality standards and record keeping- Ubora wa maziwa na uwekaji kumbukumbu  
7.1 
Farmers follow good agricultural practices (GAP). 
Wakulima hufuata mbinu bora za kilimo.     
7.2 
Quality standards and reasons for rejection are clear. 
Viwango vya ubora wa maziwa vilivyowekwa 
vinaeleweka vyema na wakulima.     
7.3 
At collection points farmers follow the hygiene 
standards. 
Wakulima huzingatia viwango vya usafi 
panapokusanywa maziwa.     
7.4 
Eldoville staffs at collection points follow the hygiene 
standards. 
Wafanyikazi wa Eldoville huzingatia viwango vya 
usafi panapokusanywa maziwa.     
7.5 
The farmer groups keep records of the milk delivered to 
Eldoville.     
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Vikundi vya wakulima huweka kumbukumbu 
(rekodi) za maziwa iliyochukuliwa kwa Eldoville. 
7.6 
Farmer groups engage in milk testing at collection 
points. 
 
Vikundi vya wakulima hupima ubora wa maziwa 
panapokusanywa maziwa.     
7.7 
 
At collection points, milk is collected under 
recommended shaded facility. 
Panapokusanywa maziwa, kuna chumba cha kivuli 
au paa inayopendekezwa.     
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7.8 
Farmer groups correctly file the feedback overviews 
provided by Eldoville. 
Vikundi vya wakulima huweka vizuri mawasiliano 
yao na Eldoville kuhusu biashara yao.     
7.9 
Farmers trust the delivery records by Eldoville. 
Wakulima huamini rekodi za maziwa zipeanazwo 
na Eldoville.     
8 Costs / benefits of contract trading     
8.1 
Farmers are happy to have a guaranteed market for 
their milk. 
Wakulima wanafurahia kuwa na soko ya hakika ya 
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maziwa yao. 
8.2 
Milk farming provides farmers with a steady income. 
Kilimo cha maziwa huwapa wakulima mapato ya 
kutegemewa.     
8.3 
Farmers are happy with the services offered by 
Eldoville. 
Wakulima wanafurahia huduma zinazotolewa na 
Eldoville     
8.4 
Eldoville is happy about the relationship with the 
farmers. 
Eldoville inafurahia uhusiano iliyo nayo na 
wakulima.     
8.5 
The money from milk farming is the most important 
income for the family. 
Mapato kutokana na kilimo maziwa ndio muhimu 
zaidi kwa familia.     
8.6 
All farmers (large and small, men and women) benefit 
from the sale of milk to Eldoville. 
Wakulima wote (wakubwa na wadogo, wanaume 
na wanawake) wanafaidika kutokana na mauzo ya 
maziwa kwa Eldoville     
8.7 
Milk revenues are invested in other farm enterprises. 
Mapato ya maziwa huekezwa katika miradi 
mingine ya kilimo.     
8.8 
In this area, milk farmers manage to get bank loans. 
Katika eneo hili, wakulima wa maziwa hupata 
mikopo ya benki.     
8.9 
Milk farmers are developing other income generating 
activities. 
Wakulima wa maziwa huendeleza miradi zingine 
za kuleta mapato kwa jamii.     
 
Thank you for your time 
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Ahsante kwa wakati wako 
 
 
Annex 2 
Appendix 2A: Questionnaire for farmers 
 
 
 
1. Basic data per case: 
 
 
1. Business case and respondents 
 
Country:  
Product:  
Name of farmers’ organization:  
Name of firm(s)   
 
Date of interview:  
Name of persons interviewed:  
Function of persons interviewed:  
 
 
2. Farmers’ organization  
 
Type of Organization:  
Year of establishment:  
Number of organized farmers 
(total, men, women) :  
 
 
a. How and to which level are the farmers organized? 
- Circle the entities applicable and cross out the entities not applicable. 
 
Business Case Features; interview with farmer organization (s) 
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b. Has the trading entity, owned by the farmer, been registered? 
o No, it is an informal entity 
o Yes, it is a formal registered entity 
c. How has the trading entity been registered? 
o NGO 
o Cooperative (with right to be involved in economic activities) 
o Union (with right to be involved in economic activities) 
o Federation (with right to be involved in economic activities) 
o Non-profit business 
o Social business 
o Fully commercial business 
 
Observations:  
 
 
 
 
 
 
 
3. Product: 
Does the business / farmer organization offer: 
o one product or 
o several products 
 
o a perishable product or 
o a non-perishable product
 
o a standard product or 
o a tailor made product 
 
o a seasonal product or 
o year-round-production? 
Individual 
 Farmers 
Farmers 
Association  
Cooperative Union Federation 
Company Ltd 
 Observations:  
 
 
 
 
4. Production 
a. Which functions are performed in ownership by the farmers? 
o Planting/sowing 
o Harvesting 
o Bulking 
o 1
st
 processing stage (for instance: cleaning / grading) 
o Intermediate processing 
o Final processing 
o Packaging 
b. Hygiene and food safety certificates required? 
o Yes 
o No 
 
Observations:  
 
 
 
 
5. Quantitative data  
 
Average production volume of 
farmers’ organization per 
season (if possible details for 
different seasons) : 
 
Average production volume per 
farmer (or household) per 
season: 
 
Average acreage per farmer (or 
household) per season (ha): 
 
Total volume of product before 
processing: 
 
Total volume of product after 
processing (when applicable): 
 
Observations:  
 
 
 
 
 
 
6. Voice: 
a. Does decision making take place in a democratic way (through elected decision makers) or through a 
business hierarchy (decision making power linked to function in company). 
o Democratic structure 
o Business hierarchy 
 
b. Until which point in the chain does the farmer have decision making power? 
- Circle entities in which the farmer has decision making power (through democratic structure). Cross out those entities in which 
the farmer does not have decision making power. 
1 
 
                        
 
 
 
 
 
 
Observations:  
 
 
 
 
7. Product branding 
a. Is the product specifically branded? 
o Organic Certified 
o Conventional, generic (no specific brand) 
o Socially certified (Fair Trade, UTZ, etc) 
b. Is the product sold to the customer under the specific brand name of the business/producer 
organization? 
o Yes 
o No 
 
Observations:  
 
 
 
 
8. Customer / Market: 
a. How many customers does the business/farmer organization serve? 
o one  
o several 
b. Categorize the direct customer(s)  
o trader, 
o exporter, 
o processor, 
o wholesale, 
o retail, 
o end-user 
c. Which market does the business/farmer organization serve? 
o the mass market (bulk market) 
o a niche market 
d. Is the direct customer a local or an international customer? 
o Local 
o International 
 
e. Is the end-market (end-consumer) a local or international market? 
o Local end-market 
o International end-market 
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Observations:  
 
 
 
 
9. Revenue model: 
Does the business / producer organization earn its income through:  
o the sale of a physical product, 
o the sale of a service 
o lending/renting/leasing the use of a physical product 
 
Observations:  
 
 
 
 
10. Pricing 
a. Which pricing mechanism is used: 
o List price: predefined fixed prices 
o Price depends on the quality of the product 
o Price depends on the type and characteristic of the direct customer 
o Price is determined as a function of the quantity purchased 
o Price is negotiated between two or more partners depending on negotiation power and/or 
negotiation skills 
o Price depends on inventory and time of purchase 
o Price is established dynamically based on supply and demand 
o Price is determined by outcome of competitive bidding 
b. Is the business / farmer organization cost driven or value driven? 
o Cost-driven (cheap) 
o Value driven (high quality) 
 
Observations:  
 
 
 
 
11. Trade Contracts 
Indicate with lines between which parties trade-contracts are signed. 
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Observations:  
 
 
 
 
12. Risk: 
a. Which risks does the business / farmer organization bare? Up until which point in the value chain 
does the business/farmer organization run this risk? 
Draw a line behind in risk from which point in the value chain until which point in the value chain the business/farmer 
organization runs this risk 
                        
 
 
 
 
 
Climate Risk 
Input misuse risk 
Pest & diseases 
Side-selling risk 
Timeliness 
Volume Risk 
Quality Risk 
Processing Risk 
Financial Risk 
Storage Risk 
Transport Risk 
Certification Risk 
Marketing Risk 
Reputational Risk 
 
Example: The farmer remains owner of the product up until delivery after export. Therefore transport risk is 
their risk until that point: 
Transport risk 
 
 
Observations:  
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13. Financial data  
 2009 2010 2011 
Turn-over     
Cost of Production    
Operational Costs    
Overhead Costs    
Profit / Loss    
Break Even Point (expected to 
be) reached in year: 
 
Observations:  
 
 
 
 
 
 
